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CERTIFIED MAIL

Dear Rpplicant:

Yie have considered your application for recognition of

exenption from
federal income tax under section 501(c) (4).

The information submitted indicates that you were formed as an ,
unincorporated asmsociation as an entity for a corndominiua developmant.
Tour sole purpose iz to collect fees for the unit owner=s within the
particuliar developaent and then use the fees to pay for ‘comwon expenses of
the davelopment. These expensses include office expenses, telephons,
EBanagenent fess, supplies, swimming pooy, gas and electric, trash

removal, water amd sewer, landscaping, cepairs, snow removal, taxas,
insurance and miscellaneous.

Section 501(c)(4) of the Code provides for the exemotion from fedeoral v
~income tax of ciwic leagues or organizations not organized for profit but
" operated exclusiwvely for the promotion of social velfaxe. IR

ion: 1.501(c} €4)-1{a) (2) (1) of the Income Tax Regulations provides: th
nization $s operated for the promotion of sorial:welfire if i

80 vay; the common good ' and general'velfars c
sRunity. A organization described in thie section is:on
; ated;for the purpose of bringing about: civic betterzents and
‘improvements,: - .o T o T T B TR e

' In Reveaue Ruling 7¢-17, 1974-1, C.B., an organization was formed by uni
~../owners;of & condominium housing project. and vas. operated to provide for '
© ., the sanagemesnt, maintenancs, and care of the common wreas’ of the. project
' 'Ite income was from ‘membership assessments and its disbursements were.

- -operating expenaes.. The organization did not qualify for:exemption under:

.7 section/501(c) (4 }-because the ‘essential nature ‘and structure of a ..
conrdominium system of ownership, the rights, duties, privileges. ‘and -
; - ismunities of the wembors of an association of unit owners derive from
.+ . and-are established by, statutory and‘ﬁcontrac't_uglg;'provi'siop‘q_;i‘a_'ndj_a
Loy inextricably, and " conpulsorily. tied to' the’ owner "s acquisition and i i
L0777 enjoyment of bis ‘Property ‘in the condominiug. ' Rdditicnally, ‘condominium
/" ovnership-involves the saintenance and care of ‘common areas. ¥hich - -
. necessarily constitutes. the.provision of private bensfits for: unit: owner,

- Base the:information submitted, we have determined -that your.
"l'diggnigu;idn,,";i_u_"ro'pjémt;i"g’:g’f%Ae"a,'santia’ily in the same mamner .as the . oL
- ‘organization descxibed’ in: Revenue Ruling 74-17 and therefore does not.
qualify-fo exemption under gection 501(c) (4) and are a taxable entity.

LA




You are required to file federal income tax returns on Form 1120.

Section 528 of the Internal Revénue Code deals with organizations which

are *homeovners' associations". The term "homeowners' association” for
purposes of this section mezans (a} an organization which is a condeminius
panagement association or a residential real e=state management association
if such organization is organized and operated to provide for the
acquisition, construction, management, maistenance and cars of association
property, (b} 60% or more of the gross iucome of such crganization for the
taxasble year zonsiste sclely of amounts received as membership dues, fass,
or assessasnts froa owners of residential units of a condesiniua

pmagenent association, {c) 90% or aore of the expenditures of the
organization are expenditures. for the ascquisition, comstruction, - . .
amsgement, maintenance, and care of association property, and (d) no put
of the net earnings of such organization inures (other than by acquiring,” .
constructing, or providing management, naintenance, and care of v .
agsociation property, and other than by rebate of excess membarship dues,
fees, or asgsessponts) to the benefit of any private shareholder or )
indivi&ual amd (o) =uch organization elects to have thii secticn apply for
the tazable year.

¥o are enclosing a copy of Publication 588 which provides informatiom on
section 528 if you want to consider electing to be covered by thia
provision of the (:ode.

'T:It you &o not accept csur t’ nd*lnga requding your ezenpt utatu andot
. ~ ) oetn ?

B ﬁtoqﬁost, at- any nutuany convinient Diatrict oftice..’ It %o 4o not: hear.
- ‘fron you, you will be’ roprennted by somaone who is not ‘one.. ot your
‘;principal ‘ofgicers,’ ,that person wi'.u aaed to !ﬂe a ponr o!‘ ‘t

o sithorization with wus..

'A--‘I! yon'_do not appeal this &ebminat:lon withia W daya fron tho date o! v
_ this ‘letter.. as expleined in the easclosed ‘Publication 892, this letter
"wm. bocou our final determination on this matter.

_ sincerely yours

‘District Director

pubi{ication’ 892, Pubncation 588 .



